-Datet 0CT302001 Lo © Contaci Person:
T A
{ o o I .- -Identification Number:

. . Contact Number:

Dear Appltcant

: o We have consndered your apph@txon for recognmon of exemptton from federal i moome tax
Dot under sectxon 501 (a) of:the Intemal Revenue Code as an-organization described in section
L 2 i 501(c)(3) Based onm’ the: mfonnataon submitted, wehave concluded that you.do not quahfy for

: ~fj', ‘In-your. apphcatuon you state that you ‘were fon'ned as a trust fund by a redecessor
agreement to’ the current. Trust Agreemerrt on — On that
ssor agresment was:amended and: reetafed as the cumrent Trust Agreement. You are a’

. | law. The Trust Agreement is your organizing instrument and provides that .

S Supported Organlzattons) that meet the followmg criteria:

f: :5(1 ) the. orgamzanon is: reoogmzed aslexempt under secbon 501(c)(3) of the Code

. participation’in the Trust pursuant to the Trust Agreement. in the rendering of various
.. human:; servnces lndudlng but not hmlted rto'semces for persons with mental - =
Ty tllnesses mental retardatton deveiopmental dtsabllmes and alcohol and Substanoe -

abuse problems o . : . ; -

: ,(3) the organtzation is accepted as a. partibipant in: the Trust by the Trustees.in
; accordanoe wrth the terms of the Trust Agreement, and

R (4) the- orgamzabon s»gmﬁa a destre in wntnng to become a pamcxpant in the Trust and
' agrees in wnbng to be bound by the terms and’ prowsaons of the Trust Agreement.

" The Trust Agreement provrda that you:will estabhsh and matntann (1) agroup'self- .
insUrarice plan under Article 4 of the Workers’ Compensation Law of.ibe State ofh ;
whtch shall enable the Employers to meet theur obllgabons under s oh stahl
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exemptton under that sect:on The basns for.our eondus:en is set forth below D RS

r
you are.formed, exduswely for the benefit of certain organlzattons (Employers also referred to .o ir

A ;:'(2) the orgamzatton is engaged or shall become engaged upon adm;ss:on to T




e e e e L o e

{

b

|
el

!

!

i

- Lservi

-

f

. { insurance to fund their \:_Nqifkﬁr’s.cqmpe@atjo:n obligations:
. ( . i ! . B . H Lo . :‘ i, H .

‘n

" The Trust Agieemnent providss
. . o .'l- ..1';;-'! .‘,.,‘4.._.".‘:".: i . ‘ | &
" i+ employment of such adminisirative, legal, actuaria) and ofher expert assierancs or

i fo youless i_ts"tdtal.dainis'ekpenses“abd{dllocéted{shatelof’mg.ad_minisﬁaﬁve Ca e L e
... overhead incurred in connection with said Employer’s participation in the Trust. . ., i

" (6)To _hold,.-:fnéi)ége.~_and ﬁoht‘rb{:yo,ur assets, d'u'riné"yo;ir oont;hdanoe, and to have full - AR
.o -power-without ‘court order. to improve, lease, rent, sell,'exchange, hold, control,

-
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I
; i
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; Plans fo assist the Employers with their obligations to provide employee benefits, including biut. . - |
ot limited to disability. benefit plans under Article!g of the Workers’ Compensation Law; = " '
-provided, however, that you aré-not empowered tp provide commerciak-type insurance, as that .-
termiis Used-in section 501(m) of the:Code: | RS . T

other items, that your Trustees are embowér,eﬁ .

collecting Employer paymenits and administering Yyour affairs, including the

1 : Services, auditing, bookkeeping'and clerical services or assistance, the leasing or .. i-

- * ¢, .purchasing of stich’premises; ‘materials, supplies, and equipment-as your Trustees ' -
" intheir.discretion: find necessary jor appropriate in the performance of their duties. . -

: {(2) To establish, in so fac as thé Wo:kersConmensabon or disability benefit coverage is. t

© concerned, a‘contribution.rate or:rates. for each.Employer which-shall be sufficient to o
~ pay.all of your operating expenses and all'of the operating obligations due-under the- o
L Wd(kers‘.qup"'e.‘nsati.qn'Layi;." i o : _ o

gxperie:ﬁ‘cg modxﬁmon factor to achieve an equitable allocation'of

(3) To.émpldy an

., premium based on the frequency and iseverity, of losses incurred by each Employer. e AR

(4) To corrib}omifse;fsfet:tie';.-’larﬁitiéte; and releasedalms oa_"d'emands infavorofor . ..

. 2gainst you'orithe Trustees on such terms and conditions as your Trustees may. Y ' '

. . deem advisable." . SR

5 To make equitable 'disﬁ;ibptio:r)'df: your assets, in the event of termination'of the - . ..
1. 'Agreement, among Employers: then participating. A given Employer's-equitable’ * . -

. distribution shall’be determingd by crediting. that Employer’s cumulative contributions.

- invest;-and reinvest the same in such mariner and upon such terms as they deem - .- H
- best, including, (without limitation of these powersy the power to purchase shares in

investment trusts and stock in investment corporations imespective of any statutes or. D

companies.or trustees generally..

- rules or practices of courts now.or hereafter in force fimiting the investments of trust -

In your-application, you state that your sole purpose is to support not-for-profit human-~ .
L ces ‘agencies (Supported Organizations, alsg; referred to as Employers) that are exempt R
+ 1 iundersection 501(c)(3) of the Code. You state that the Supported Organizations control you . |
-+ I'because they are-members 'of the Trust and thereby elect your trustees. You state thatyour: '}
. ?f‘primary;activity;in support of the Supported:Organizations is. 6 adrminist @ plan g &EJ“@EDM

You state thap yo
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i 110 the Supported Organizations, services that indude a group seff-insurance plan.and other.. - .
. plans to assist the Employers with their obligations ta provide employee benefits, including, but -, e
"“not limited to, disability:benefit plans. ' You state that you do not piovide (and are nat R
1 empoowered:to provide), corimercial-type’ insurance; and that you seek to be recognizedasa. = |
.. ; "supporting.organization® under section 509(a)(3). You.also state that member assessments - © -
: 1 jare'made based on your eXperience and your anticipated experises. You state that you are not:
+ ¢ .T providingcomierciak-typé instirance because risk is not shifted from the members to you orany- b
' "'(:JMQr'pa:rt.y; e T . R

LA

i - - - for exempt organizations,iand by providing:this seff-insured coverage and by engaging'a third- ~:, . .
© % .-party administrator fo-provide services, you will both cover the workers compensation. R
- “obligations of the-Supported Organizationsiand do so at a lower overall cost than the Supported : &
+‘Organizations wold incur if they had to‘purchase commerclal workers’ compensation insurance. . . -
{.Thus, you.intend to lower the overall.costs of all the Supported Organizations and thereby ~ . - %"
mprave the services the Supported Organizations provide 1o the beneficiaries of their charitable - .-
iservices: - B I : e : 4

ot

“The:financial.data.ir your application shows that yolir primary source of income consists of  © -
contfibutions-from member employers.' Your primary expense consists of claims paid and. . Vi

: §j;proﬁsion,;for claims and'-:;cla.im'adjpstmer).t, ) : i
" Section:501(c)(3):of the Code provides for the exemption from federal income tax of, v

k rganizations organized and operated exclusively forireligious, charitable, or educational
urposes; so long as no part of the organization'siriet eamings inures 1o the-benefit of any
rivate ‘shareholder or individual. . LT o I .
£ {In.construing.the r;h:e:aning of the pﬁ'ra‘s'e f’efdbsi\}ely for educational purposes” in Better
‘Business Bureau of Washington, D.C.inc.v:U.S., 326 U.S. 279.(1945), CT. D. 1650, C.B.

VIRLBA LA,

|} of a single non-educational purpose, if substantial in nature, will destroy the:exemption

: qually:to any category: of charitable purpose under section'501(cX3) of the' Cade. *

of its activities consists-of providing commerciak-type insurance. -
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.. -Section 513 of the Code defines the term “unrelated trade or business,”.in the:case of an .
“organization described:in’ section 501(a), as, any trade or business the conduct of which is not
“substantially related (aside from the need of such; organizafion forincome orfunds or the use it~ =
makes of the profits derived) to the exercise of performance by such crganisst -
' purposes, or function constituting the basis for its exemption undef '  501/. RECF 'VF D
o : . .\ L . . . . ' ’ et o\ S8 et L
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;stateithat workers W“ﬁensaﬁbnsihsl@uvweﬁﬁxmsi'ake:vefy.g:"xpen_sive" ir[—]":;. P

1945, 375, the Supreme-Court of the United Stotes.said; "This piainly means that the presence *. ST

‘regardless-of the numberior importance-of truly educationat purposes.® This rationale applies  %.t .3

: .Section 501 (m')(:1v)' éf the Code pro_vidés thai,ari orgamzauon described. in section SOi(cXS)' - o ;
".or-(4) will-be eligible for recognition of exemption:under section 501(a) only if no substantial part™ . ;. o
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. iSection 1.501(cX3):1(a)(1) of the regulatioris provides that in order to be exemptasan - -
:'o‘rgani;zapon‘d,escribeq; in secion 501(c)(3) of: the Code, an. organization must be both organized ;. .
.and:operated exclusively:for one or more of the purposes specified in such section. R

i
if
e
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-1 .-as "operated exclusively* for:one or mofe exempt purposes only if it engages primarily in RO
- o4 activities which accomplish;one or more.of:such exempt purposes specified In section 504(c)(@3) " ;|
+ 'tz fyof the.Code.: An.organization will niot'be so regarded if moce:than an insubstantial part of its . < -
“activities is notir furttierarice of any exemptpurpose: . ¢ .

o :Seg:ftion-1s.5'01'(c)(3i-;1(c)(1) of;me;r-_egulétioris prb,vid'esmat an 6rganization wﬂl be regarded '

Ao o d

.5 Seclion 1.502:1(b) of the regulations provides, In part, that If a subsidiary organizaticn of a .

tax-exempt organization would itself be exempt on'the ground that its.activities ate‘an integral ." .

+ i'1a matter of accounting’ between the two organizations; the subsidiary derives a profit from its
., dealings ‘with its parent organization. However, the regulation continues, the subsidiary .

+.; ;organization:is not exempt from tax if it is operatedifor the primary purpose of camyingona - . " /. .

i trade orbusiness:which wouild be an unrelated trade.or business (that is, unrelated to exempt .- -

1, activities) if reguiarly carried on by the parerit organization.. ‘For example, if a subsidiary i
.organization.is operated primarily for the purpose of furnishing electric power to consumers’ Qo

* other than'its parent orgdnization (and the parent's, tax-exempt subsidiary organizations), itls- .

ot exermipt since such'business would be an unrelated trade o business if-regularly carried on SRS

by the parent.organization.: Similarly, if the organization is:owned by several unrelated exempt -

: organizations, and-is operated for the purpese of furhishing electric.power. to each of them, it is:

ot exempt since such:bisiness would be an unrelateditradé of business if regularly carried on.: . .-

i
'
o

L
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'a‘_ny:t:)'ne_‘cf. thetax-exempt orgamzatjons 4

' /Rev. Rul. 71-529, 1971-2 C.B. 234, holds that 3 nonprofit organization that provides ..
ssistance in the managément of participating colleges” and universities' endowmentor - _ 7 !
.investment.funds for a.charge substantially below. cost qualified Ior exemption undersection i "

#501/c)(3) of the Code. 1 -

‘Rev. Rul: 72-369, 1972-2.C.B. 245, hokds thal an'orgariization formed to provide * - -
.+ “managerial and'consulting services at cost to unrelated exempt organizations does not qualify . - - .
- ,:for eéxemption under séction 501(c)3) of the' Code. Ftimishing the services at costlacks the - [ 1.7

. donative element:necessary to establish the, activities as; charitable:

~Rev. Rul; 75-282, 1975-2 C.B: 201, holds that an organization formed-and controlled by an- REE
:{exempt conference of churches that makesmortgage loans 1o affiliated churches to finance the |- -
: construction-of church:buildings is camrying out an integral part of the activities of the parent e
“church. organization, and qualifies for exemption under Section 501(c)3) of the-Code.

o

« Rev. Rul. 78-41; 1978-1-C.B. 148,.describes a situation in which a hospital that is exempt .+ , '
- :under section 501(cX3) of the Code establishes a trust to accumilate and hold funds for use in :
' satisfying malpractice claims against thé. hospital. ‘The hospital is required by the state hospital © *.
t, ¢+ [ficensing.authority to carry 500x dollars of malpractice. insurance, or to set aside in'some Ll
.+ ¢ manner.500x dollars for.this' purpese. -The feveniue ruling'states that by ferving aﬁE&hﬁWD T

R
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art of the exempt activities-of thé parent organization, its exemption will not be lost because, as .. L
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P ' for funds pa:d in, by the hosputal and by makmg payment: atihe dlrecbon of the hosprtal o -
o f personis iwith. malpractice claims agalnst the: ‘hospital, the frustis operatrng as an mtegral part of :
L L the: hospltal -Further, the’ trustis. performing a function that the hospital could do drrectly .

4 Accordmgly, thex orgammﬂon is operated exduswely foc: ehantable purposes and, thus, rs
. f exempt under secbon 501(c)(3)

. You are not Ilke the orgamzabons descnbed in Rev R‘uls 75-282 and 7841, both supra, -
L because you-are not an integral part of.any, particular organlzabon Instead; you are pm\nding . 5 )
L .i 'servicesifor afeetd a. .nimber of exempt organizations that are related to: each- -other only with
Co regard to their g purposes. You. have noparent orgamzahon and your members are ‘not :
o subsrdranes of any. parent organization: Altbougb the.service you provide, the: estabhshment
T and maintenance of a; self—msuranoe plan to'fund your members’ worker's-compensation - S :
obligaﬁons could be performed by anyone of. your exempt imembers for itself without . d .
jeopardmng zts individual exempt status, you are more similar to the: ‘organizations described in - o
+ section: 1.502-1(b) of the' regulatxons that are not exempt from. tax because they are providing
- unrelated itrade or busmess services to’ unrelated;exempt organizations. 1t is immaterial whether
?"the servxces You: prowde are or are not, described as commenaal—type insurance as defined in -
ection’: 501 (m)(1)-of the, Code.’ You are'mare similar o the:organization discussed'in Rev. Rul. 'f ,
2:369; s supra, which was' denied | ‘exemption under secticn 501(c)(3) because it was fumrshlng
I ervices at cost rather than substanbalty below oost as the orgamzatxon dascussed m Rev. Rul
S 71 529 ugr SFE . , B -

'

o Accordmgly, you; do not qualrfy for exemptron as an orgamzahon described in secnon
; ;ij 501 (c)(3) of the Code and you must ﬁle federal mcome tex:etums SR
|

Contnbutlons to you are: not deducbble\under secnon 170 of the Code.

. You have the nght to protest this ruling;if. you believe rt is lncorrect. To protest, you should ERE
-submit a statement of your views to this office, with a fuil axplana’uon of your reasoning. This

i letter.“Youalso have a'right to a conference in thns office after your statement is submitted. _
i .’ ‘You-mustrequest the conference, if you.want one, when | yOu file your protest statement. ifyou - = -
‘;_l are to be represented by someone whao is.not one-of your officers, that person will need ta’ ﬁle a -, .

|, proper power of. attomey and ome:wrse quahfy under our Conference and Practroes R
Requrrements ’ : . I

: I you do .not protest thrs ruhng in a timely manner, it’ ‘will be oonsxdered by the lntemal :
" "Revenue Servrce as:a failure to exhaust available administrative remedies. Section 74280bX2) ;-
. } -of:the. Code provrdes in part, that a dedlaratory ;udgement o decree undér, this section shall not
. ibe issued:inany: praceeding unless, the: Tax Court; the United States Court of Federal Claims, or . -
. the District Court of the'United States for; the District of Columbia determines that the - IR
' >rgamzatron mvolved has exhausted admtmstratlve remed:es avaﬂable to it within the lntemal i
' [ Revenue Serwce o : D , :

o If, we de not hear. from you within 30 days tms mhng wrll become final ande—eepy wilkbe -
»; 2 forwarded to the Ohio Tax Exempt and Government Entes’ < (TELGE) offce. hereafteR E;GF ] VF D
i A

v
[
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- statement; sigied by onie 'Of your officers. misst be submitted within 30. days from the date of this - - ' B




questions about your federal income tax status should be dlrected to that office. either by wllmg
1 877-829-5500 (a toll free number).or sending correspondence to: Intemal Revenue Service,

- iTE/GE Customer Service, P.O. Box 2508, Cincinnati, OH 45201, The appropriate State

Oﬁ' cials will be notified of thxs acuon in awordanqe with section 6104(c) of the Code.

; When sending. addrﬂonal Ietters to.us with respect to thls case, you will expednte their
recelpt by using the following address : o oo o %

Intemal Revenve Semoe , s o |
T:EO:RAT:2 - WD - ‘ : - J
1111 Constitution Ave, NW. R : A ‘
Washington, D.C. 20224 ' .. ) : S !

if you have any qu&ct:ons. please contact the person whose name and telephone number
., are shown in the headlng of this letter. . o

Smeerely yours,

(S‘M TmﬂMBaknvxky

Ter(ell M. Berkovsky . T

:Manager, Exempt Organizations
Technical Group 2

'
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